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Answer any FOUR (4) of the EIGHT (8) questions provided 


With the aid of a diagram, illustrate and explain the outcome of rate of return regulation 
and the Averch-Johnson effect. 


Using a utility possibilities frontier, explain how economists can make judgements about 
the relative efficiency of different allocations between consumers. 


With the aid of diagrams, show that in-kind transfers are inefficient compared with cash 
transfers. Use a numerical example to demonstrate the magnitude of the difference in 
inefficiency between in-kind transfers and cash transfers. 


In the case of an agricultural support program, which sets a quota above demand at a 
support price, with the aid of a diagram illustrate and explain its effects on consumers, 
taxpayers and the long-term consequences for the agricultural sector. 


With the aid of diagrams, outline how income effects, price effects, and choice restrictions 
affect the behavioural outcomes of intergovernmental grants. 


With the aid of a diagram, illustrate and explain returns to scale in the context of long-run 
production functions. 


"Following George Akerlof (1970), adverse selection in used car markets can have 
decisive effects”. Discuss. 


"Demand revelation represents the central problem in determining the optimum quantity 
of a pure public good". Discuss. 
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